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	Economy and Environment
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	Subject
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	Wards Affected


	All 
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	Head of Housing and Environment

	Type of Item
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	Statutory consultation
	

	
	Council request
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	√


	Why is it coming here?

	The Chair of Scrutiny Panel has requested that a report on affordable housing in Calderdale be brought to Panel.


	What are the key points?

	· Calderdale Council has an excellent track record in delivering new affordable housing
· There is a continuing need to deliver new affordable housing but this presents significant challenges

· New affordable housing will be let on an ‘Affordable Rent’ rather than a ‘Social Rent’ basis

· Councils will be able to decide whether to support fixed term tenancies in place of  a ‘homes for life’ approach 


	Possible courses of action

	The Council could use New Homes Bonus and its land portfolio to subsidise the development of new affordable housing in the Borough.


	Contact Officer

	Gillian West
Housing Options Manager

Telephone 01422 392455

Emial:Gillian.west@calderdale.gov.uk


	Should this report be exempt?

	No 


Report to Scrutiny Panel
1. Background
1.1
This report provides an overview of the supply of affordable housing in Calderdale, 
the definition of affordable housing; the mechanics of how it is generated, the amount that currently exists in the Borough; what the future supply might look like and other ways to meet housing need. The report also identifies the challenges and opportunities for securing a future supply of affordable homes.
2. 
What is affordable housing?
2.1
The term “affordable housing” is used in different ways. In a policy context, definitions of what constitutes affordable housing are set out in guidance by the Department of Communities and Local Government (DCLG) and in regional plans and local planning policies.

2.2
The ordinary person in the street would probably regard affordable housing as comprising of the social rented general needs housing provided by councils and housing associations often located on estates. The rents charged for such properties are usually much lower than market rents and are controlled by a government rent regulation regime.

2.3
However the definition of affordable housing is wider than this and also includes intermediate housing, which can be low cost home ownership schemes such as shared ownership and intermediate rent as well as a new model called ‘Affordable Rent' where rents of up to 80% of local market rents may be levied. An explanation of the different types of affordable housing is given in Appendix 2.
2.4
In the housing need context, the term affordable housing is often used to refer to any sort of housing that costs less to buy or rent than market housing, and is often subsidised by the government. 
3. How is affordable housing generated?

3.1
The history of affordable housing is a complex and forever changing one as various government grant systems have evolved over time to subsidise and encourage the provision of new housing. Until the 1980’s virtually all the development costs of homes built by housing associations could be covered by grant funding and in effect the grant would cover the development costs that could not met by the income generated by the rental income received.  Since the 1980’s the grant funding provided for rented homes has steadily reduced to a current maximum of 20% and housing associations have consequently had to increase rents, use their own resources and raise loans to fund much of the development costs.  Local authorities are also expected to play their part in facilitating the delivery of affordable housing by providing assistance from their resources, especially their land.
3.2
The current system for providing government subsidy to councils and housing associations (known as Registered Providers) to build new homes is called the National Affordable Housing Programme (NAHP).  Registered providers had to make offers to the current programme that spans the period 2011 – 2015, setting out how they will deliver affordable housing schemes, what level of grant they will require, value for money and whether the proposal meets local housing needs. Housing associations operating in Calderdale made successful offers to the 2011 -2015 NAHP and Calderdale has been successful in achieving a commitment from the Homes and Communities Agency (who administer the NAHP) that grant funding will be provided to build new homes in the Borough, Unfortunately the actual amount of grant that will be allocated for spend in Calderdale and the number of units to be delivered will not be known until early 2012
3.3
In addition to the grant funding provided by the NAHP, new affordable homes are also delivered through the planning system. In accordance with the government’s Planning Policy Statement 3: Housing, and Policy H4 Regional Spatial Strategy, Calderdale Council’s requirements for the provision of affordable housing on private developments were specified in its Supplementary Planning Document.  This document stated that 20% of all residential developments of 15 units or more should be ‘affordable’ in accordance with the government definition. To satisfy that requirement, developers have usually been required to sell the units designated as affordable to a housing association at a price which will enable the housing association to charge, what are known as target rents or sell on a shared ownership or shared equity basis. Importantly, this requirement is dependent on the overall development remaining financially viable. 
3.4
Between 2002 and 2008, when house prices were increasing, 112 new affordable homes were built, and land obtained for an additional 20, on sites where Calderdale Council secured the provision via section 106 agreements. The ‘credit crunch’ and associated recession which started in late 2007 saw house prices in Calderdale fall and a substantial reduction of house building in the Borough.  As a consequence the supply of homes delivered via section 106 agreements since 2008 has dropped sharply and very few new Section 106 agreements have been signed. Whilst planning applications for residential development are being received, securing a section 106 agreement for the provision of affordable housing whilst ensuring financial viability for the developer will be a challenge.
3.5
The Local Development Framework will through the Core Strategy, set out the position regarding the need for affordable housing provision as required by Planning Policy Statement 3 Housing. This policy will be drafted as part of the Preferred Options document and will include variable thresholds and proportions of affordable housing across the district based on viability levels within the different market areas identified in the Strategic Housing Market Assessment (SHMA). The Economic Viability Assessment which accompanies the SHMA provides the evidence to support such an approach. 

4. How much affordable housing is there in Calderdale?
4.1
There are around 15,000 social rented homes in Calderdale; the biggest landlord is Pennine Housing 2000 who own around 10,700 rented properties. The bulk of Pennine’s homes are ‘general needs’ but there are also around 430 units of sheltered accommodation for older people, 130   of which   provide extra care. Table 1 shows where Pennine Housing 2000 properties are located. Around half of the social rented stock is made up of flats.
Table 1. Location of Pennine Housing 2000 properties
	District
	Bedsit
	Bungalow
	Flat
	House
	Maisonette
	Total

	BRIGHOUSE
	4
	237
	443
	215
	14
	913

	CENTRAL
	1
	265
	1648
	599
	20
	2533

	ELLAND
	 
	100
	450
	169
	122
	841

	FURNESS
	 
	69
	92
	286
	11
	458

	HEBDEN BRIDGE
	 
	63
	258
	197
	11
	529

	ILLINGWORTH
	 
	44
	247
	246
	28
	565

	MIXENDEN
	 
	 
	495
	502
	 
	997

	OVENDEN
	 
	102
	160
	630
	4
	896

	RASTRICK
	 
	131
	434
	289
	 
	854

	SOWERBY BRIDGE
	14
	225
	537
	394
	80
	1250

	TODMORDEN
	4
	98
	369
	364
	 
	835

	Total
	23
	1334
	5133
	3891
	290
	10671


4.2
In addition to the social rented properties, there are also around 270 shared 
ownership homes in the Borough.
4.3
Other significant social landlords include Home Housing, Jephson Housing 
Association, and Sanctuary Housing whilst other providers such as St Vincent’s 
Housing Association are actively developing. 

5. Demand for affordable housing
5.1
The number of households on the Council’s housing register has more than doubled since the launch of KeyChoice in 2007 and now stands at 8600.  Some 35% of KeyChoice members are considered to be in housing need, with the greatest proportion of need being focussed within the Brighouse, Southowram and Hipperholme areas followed by the Mytholmroyd and Sowerby Bridge areas. 
5.2
The growing demand (and need) for affordable housing has been driven by an increase in the population, the rise in house prices since 2001, more recent difficulties in obtaining mortgage finance, increasing unemployment rates and difficulty in obtaining good quality affordable accommodation in the private rented sector. The recently completed Strategic Housing Market Assessment (SHMA) for Calderdale highlighted a net annual affordable housing need of approximately 641 dwellings per annum over the next 5 years, in order to both clear the existing waiting list backlog and meet future arising household need.

6. Supply of affordable housing

 6.1
From 2004 to 2011, 682 new units of affordable housing were developed, mostly in 
partnership with the Homes and Communities Agency (HCA) and Registered Providers or by private developers as a condition of planning permission secured by Section 106 agreements. Table 2 indicates the number of annual affordable housing completions since 2004/05. A key challenge for the next five years and beyond is maintaining a supply of affordable housing to meet a range of needs in a changing housing environment, given the lower levels of grant funding for developing affordable housing and low levels of private development. Having said that, more than £30 million worth of affordable home building is underway within the Borough which will provide over 300 new homes. Highlights of completed, onsite, and coming soon affordable housing developments can be found in Appendix 1.

Table 2. New affordable housing units delivered 2004/05 to 2010/11


6.2
Re-lets of existing social rented homes are an important contributor to the supply 
of homes, although the number of larger properties becoming available for letting is limited. Flats and maisonettes account for around half of social housing stock in 
Calderdale and more than half of all properties advertised in 2009/10 were 1  
or 2 bedroom flats Turnover of houses especially 3 bedroom houses is much 
slower in the Upper and Lower Valley areas than it is in North Halifax and 
thus households wanting to be offered a 3 bedroom house in those areas often 
face a 
long wait.

7. The new operating environment

7.1
The government has introduced a number of reforms that will impact on the scope to secure future affordable housing in Calderdale.
7.2
The grant for affordable housing over the period 2011 -2015 is considerably less than during the previous four year period and is likely to be a maximum of 20% of total scheme costs. In order to sustain a new affordable housing programme the government has created a new model of delivery, known as ‘Affordable Rent’ whereby Registered Providers charge higher rents at up to 80% of local market levels, and use the increased rental income to support additional borrowing to compensate for reduced grant. Grant will not be available for affordable housing developed via a section 106 agreement or for social rented housing except in exceptional circumstances.
The authority is adopting a cautious but pragmatic approach to the new Affordable Rent model, aware that it is the only model for which grant is likely to be available for several years, but concerned  about affordability for low paid workers in the parts of Calderdale with high rents. The authority is also concerned about the erosion of generally affordable housing in the more expensive areas such as the Upper Valley if housing associations let existing social rented properties on an Affordable Rent basis as the government expects conversions of existing stock to Affordable Rent to provide an income stream against which borrowing to fund new homes can be secured.
7.3
Table 3 suggests the possible differential between current rent levels and affordable rent levels in the different wards in Calderdale. The social rent indicated has been obtained from the CORE returns submitted in respect of properties let by Pennine Housing 2000 between April and December 2010 and the affordable rent derived from rents charged for properties in January 2011. Gaps exist where there were either no privately rented properties advertised in January, or no Pennine Housing lettings in the ward in 2010.

 Table 3.  The difference between social rents and likely affordable rents in each ward

	 
	 
	 Weekly Rents £

	Ward
	Rental type
	1 bed
	2 bed
	3 bed
	4 bed
	All

	Brighouse
	Social
	62.14
	62.52
	71.97
	
	63.14

	
	Affordable
	76.17
	87.11
	112.73
	149.42
	93.04

	 
	Headroom
	14.02
	24.59
	40.76
	 
	29.90

	Calder
	Social
	58.94
	66.68
	
	
	60.05

	
	Affordable
	75.69
	85.85
	114.23
	175.38
	95.72

	 
	Headroom
	16.75
	19.16
	 
	 
	35.67

	Elland
	Social
	60.94
	68.47
	80.69
	
	66.23

	
	Affordable
	67.08
	96.10
	114.23
	148.85
	98.23

	 
	Headroom
	6.14
	27.63
	33.54
	 
	32.00

	Greetland and 
	Social
	59.00
	63.37
	69.74
	
	62.82

	Stainland
	Affordable
	78.46
	93.90
	96.26
	183.69
	101.41

	 
	Headroom
	19.46
	25.53
	26.53
	 
	38.59

	Hipperholme and 
	Social
	61.74
	67.55
	72.34
	
	62.83

	Lightcliffe
	Affordable
	65.77
	85.48
	
	183.69
	87.42

	 
	Headroom
	4.03
	17.92
	 
	 
	24.59

	Illingworth and 
	Social
	58.91
	67.38
	69.10
	
	64.89

	Mixenden
	Affordable
	
	79.98
	100.43
	138.46
	98.09

	 
	Headroom
	 
	12.40
	31.33
	 
	33.2

	Luddendenfoot
	Social
	59.87
	65.92
	78.06
	
	61.89

	
	Affordable
	70.77
	86.51
	99.69
	159.62
	92.56

	 
	Headroom
	10.90
	20.59
	21.64
	 
	30.67

	Northowram and 
	Social
	68.67
	64.44
	
	
	66.70

	Shelf
	Affordable
	62
	93.16
	102.46
	150.00
	93.67

	 
	Headroom
	-6.67
	28.72
	 
	 
	26.97

	Ovenden
	Social
	56.74
	63.91
	67.7
	
	62.07

	
	Affordable
	53.85
	77.5
	
	150.00
	68.63

	 
	Headroom
	-2.89
	13.59
	 
	 
	6.56

	Park
	Social
	57.99
	70.44
	
	
	57.99

	
	Affordable
	60
	
	69.23
	96.46
	71.33

	 
	Headroom
	2.01
	 
	 
	 
	13.34

	Rastrick
	Social
	57.71
	65.05
	72.23
	
	60.03

	
	Affordable
	
	91.38
	114.23
	
	103.38

	 
	Headroom
	 
	26.33
	42
	 
	43.35

	Ryburn
	Social
	70.94
	58.63
	69.87
	
	69.59

	
	Affordable
	79.62
	98.08
	
	
	93.06

	 
	Headroom
	8.68
	39.45
	 
	 
	23.47

	Skircoat
	Social
	
	67.83
	
	
	67.83

	
	Affordable
	64.26
	98.08
	100.43
	146.77
	103.30

	 
	Headroom
	 
	30.25
	 
	 
	35.47

	Sowerby Bridge
	Social
	59.59
	68.34
	70.89
	82.12
	64.60

	
	Affordable
	69.23
	89.96
	94.4
	114.28
	91.31

	 
	Headroom
	9.64
	21.62
	23.51
	32.16
	26.71

	Todmorden
	Social
	61.54
	65.31
	77.71
	
	70.48

	
	Affordable
	79.26
	84.78
	100.03
	111.69
	92.97

	 
	Headroom
	17.72
	19.47
	22.32
	 
	22.49

	Town
	Social
	59.76
	67.93
	73.99
	
	63.35

	
	Affordable
	67.5
	82.04
	86.15
	131.54
	77.76

	 
	Headroom
	7.74
	14.11
	12.16
	 
	14.41

	Warley
	Social
	60.31
	63.8
	
	
	62.49

	
	Affordable
	62.31
	76.4
	85.69
	184.62
	80.17

	 
	Headroom
	2.00
	12.6
	 
	 
	17.68

	All
	Social
	60.30
	66.43
	70.97
	82.12
	63.82

	
	Affordable
	69.88
	87.37
	101.68
	140.84
	89.76

	 
	Headroom
	9.58
	20.94
	30.71
	58.72
	25.94


7.4
The headroom figure indicates the amount that would be available to fund borrowing to finance new homes (i.e. the difference between the affordable and social rent levels). 
7.5
One housing association operating in Calderdale is considering non –grant solutions and would use their own reserves or use cross subsidy from homes built for outright market sale to fund development of new homes.
7.6
The Localism Bill, expected to become law in late 2011 makes provision for social housing providers to give new tenants fixed term tenancies that are subject to regular review. It also outlines powers that will allow local housing authorities to exclude those with no statutory priority for social housing from applying to join their housing register and to offer private sector tenancies to homeless households. The rationale for this is a localist one, of allowing housing providers and local authorities to adopt solutions that enable social housing to be used as best meets local needs.  Calderdale Council will need to agree an Affordable Rent Strategy setting out its approach on these issues.  
8. How can a future supply of affordable housing be secured?
8.1
The Core Strategy of the Local Development Framework will provide an 
opportunity to firm up the Calderdale’s affordable housing requirements.
8.2
Prior to the launch of the 2011-2015 National Affordable Housing Programme, the 
Homes and Communities Agency had encouraged all Local Authorities to develop 
Local Investment Plans setting out their priorities for new affordable housing 
supply. Calderdale’s LIP is nearing completion and identifies various sites in both 
public and private ownership that could possibly be developed for affordable 
housing over the next four years.
8.3
The reduced rate of government grant available to support new affordable housing 
will make it more difficult for Housing Associations to procure land at a price which 
will render a development economically viable.  Government expects local 
authorities to play their part in ensuring the supply of new affordable housing by 
considering making land available to social landlords for affordable housing 
development at either nil cost or at less than best value. Calderdale’s land portfolio 
does include sites that may be suitable for housing development and has sold land 
at less than best value in the past to facilitate the development of affordable 
housing.  Other Local authorities in the Yorkshire and Humber region have 
already committed to making sites available to housing associations for 
developments and  if Calderdale wants to continue to receive a share of the NAHP 
‘cake’ it may have to do likewise.
8.4
The New Homes Bonus is intended to incentivise local authorities to approve new 
housing developments. The government will pay six years worth of the national 
average Council Tax per year for a home in the same band as each new home 
built. It is estimated that the average amount paid per property over the six year 
period will be in the region of £4000.  An additional £2100 (6 x £350) will be 
payable for each affordable home built.  The bonus will be paid to local authorities 
as an un-ringfenced grant and Calderdale Council could, as other authorities are 
doing, choose to use some of the £4million projected to be receivable by CMBC 
before April 2018 to help continue a pipeline of new affordable housing.

8.5
Making the best use of the existing social housing in Calderdale has a part to play 
in meeting housing need and one way that the supply of two, three and four 
bedroom houses can be increased is to reduce the level of under-occupation in 
social housing. Pennine Housing 2000 has an officer whose remit is to reduce 
underoccupation by encouraging and assisting the tenants concerned to 
considered moving to a smaller property. Not only will such an initiative assist in 
making best use of existing stock it should also help reduce fuel poverty by 
ensuring that tenants are not heating rooms that they are not using.
9. Conclusions
9.1
The supply of affordable housing has been relatively good in the past, with a 
 
significant number of units being delivered on private estates via the planning 
system (117 since 2002). 
However beyond the current pipeline of homes due for 
completion before the end 
of 2013, we are faced with an uncertain future. 
Reduced grant rates are likely to 
make it increasingly difficult for housing 
associations to identify viable affordable 
housing development opportunities in 
Calderdale without some kind of financial contribution by the Council. Other 
local authorities in West Yorkshire are 
making land available either free or 
at less than best value to housing associations 
to ensure a continued pipeline of 
new affordable homes and others are using part of the New Homes Bonus 
received to support development.
9.2 Rents will rise under the new Affordable Rent regime and Members will need to 
consider their preferred approach to tenancy length. It will be increasingly 
important to secure a good match between the size of a social housing tenant’s 
household and the size of the home they occupy.
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